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TIPS ON BUILDING A SUCCESSFUL TAX RETURN
A SPEECH FOR CPAS TO DELIVER TO A GENERAL AUDIENCE
#890664 
December 1991
Prepared by:
Communications Division
American Institute of Certified Public Accountants 
1211 avenue of the Americas, New York, NY 10036
I'M SURE TAX-TIME IS PANIC TIME FOR MANY OF YOU. WHEN THAT TAX 
RETURN ARRIVES IN THE MAIL, YOUR HEART STARTS POUNDING AND YOUR 
KNEES START SHAKING. SOME OF YOU MAY HAVE THE OPPOSITE 
REACTION. YOU HIDE THE RETURN AWAY SOMEWHERE, AND HOPE THAT BY 
IGNORING IT, YOU CAN MAKE IT GO AWAY.
But when April 15 arrives -- and it is just around the corner 
—  YOU'LL FIND THAT TAX RETURN STILL SITTING IN THE SAME PLACE 
YOU HID IT. SO WHY NOT FACE THAT RETURN HEAD ON? IF YOU ARE 
DUE A REFUND, THE SOONER YOU SEND IN YOUR RETURN, THE SOONER 
YOU'LL GET YOUR MONEY. AND IF YOU OWE UNCLE SAM, YOU CAN 
ALWAYS DELAY MAILING YOUR RETURN UNTIL THE DEADLINE.
BY PROVIDING YOU WITH SOME TAX-SAVING STRATEGIES TODAY, I HOPE 
TO NOT ONLY HELP YOU LOWER YOUR TAX LIABILITY, BUT TO GIVE YOU 
THE CONFIDENCE YOU NEED TO MASTER YOUR 1991 TAX RETURN. I'VE 
TAILORED MY REMARKS FOR A GENERAL AUDIENCE. IF THERE IS 
SOMETHING I DON'T COVER, I'LL BE HAPPY TO ADDRESS IT WHEN I'M 
FINISHED. AND DON'T WORRY ABOUT ALL THE NUMBERS I WILL BE 
CITING. YOU DON'T HAVE TO TAKE NOTES. I'VE BROUGHT ALONG SOME 
COPIES OF A BROCHURE WHICH SUMMARIZES MY REMARKS QUITE WELL.
TO HELP YOU FACE YOUR TAX RETURN, THINK OF IT AS AN EMPTY PIECE 
OF LAND —  ONE ON WHICH YOU ARE PLANNING TO BUILD YOUR DREAM 
HOUSE. THE FIRST THING YOU NEED FOR YOUR DREAM HOUSE —  AND 
YOUR TAX RETURN —  IS A BLUEPRINT.
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I'M GOING TO BEGIN BY LETTING YOU KNOW WHAT'S NEW IN TAX LAW 
THIS YEAR. YOU CAN CONSIDER THIS INFORMATION YOUR TAX 
BLUEPRINT.
First, the tax rates this year are 15, 28, and 31 percent. The 
33 PERCENT "BUBBLE" THAT HAS BEEN IN PLACE FOR THE LAST FEW 
YEARS HAS BEEN REPLACED BY THE 31-PERCENT TAX BRACKET. THAT IS 
GOOD NEWS FOR SOME PEOPLE, BUT HIGH-INCOME TAXPAYERS ARE GOING 
TO BE HIT WITH INCREASES THAT WILL NEUTRALIZE THIS REDUCTION.
FOR EXAMPLE, ONE NEW PROVISION THIS YEAR REQUIRES TAXPAYERS 
WITH ADJUSTED GROSS INCOMES OVER $100,000 TO REDUCE THEIR TOTAL 
ITEMIZED DEDUCTIONS BY 3 PERCENT OF THE AMOUNT BY WHICH THEIR 
ADJUSTED GROSS INCOME EXCEEDS $100,000. LET'S SAY FOR INSTANCE 
THAT YOUR AGI IS $150,000. THIS YEAR YOU WILL HAVE TO REDUCE 
YOUR ITEMIZED DEDUCTIONS BY 3 PERCENT OF $50,000 OR $1,500.
The maximum amount that you can lose is 80 percent of itemized 
DEDUCTIONS, NOT COUNTING SUCH DEDUCTIONS AS MEDICAL EXPENSES, 
INVESTMENT INTEREST AND CASUALTY LOSSES.
Another new provision that affects high-income families is the 
PERSONAL EXEMPTION PHASE OUT. HERE THE REDUCTION IS TWO 
PERCENT FOR EVERY $2,500 IN ADJUSTED GROSS INCOME OVER THE 
FOLLOWING LIMITS: $75,000 IF MARRIED. FILING SEPARATELY; 
$100,000 IF SINGLE; $125,000 IF HEAD OF HOUSEHOLD; AND 
$150,000 IF MARRIED, FILING JOINTLY.
The alternative minimum tax for individuals HAS also increased
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THIS YEAR FROM 21 PERCENT TO 24 PERCENT. THE AMT ENSURES THAT 
ALL TAXPAYERS PAY AT LEAST A MINIMUM AMOUNT OF TAX.
One bit of good news is that the long-term capital gains tax 
RATE HAS DROPPED FROM 33 TO 28 PERCENT. CAPITAL GAINS RESULT 
FROM THE SALE OF INVESTMENT PROPERTY, PERSONAL RESIDENCES AND 
AUTOMOBILES, AND HOUSEHOLD FURNITURE. THE GAINS ARE CONSIDERED 
LONG TERM IF YOU HAVE HELD THE PROPERTY FOR MORE THAN ONE YEAR.
The final significant change is that the standard deductions 
HAVE RISEN TO NEW HIGHS, MAKING IT HARDER THAN EVER FOR 
TAXPAYERS TO ITEMIZE. THE NEW DEDUCTIONS ARE $5,700 FOR JOINT 
FILERS, $5,000 FOR HEADS OF HOUSEHOLD, AND $3,400 FOR SINGLE 
FILERS. IN ORDER TO ITEMIZE THIS YEAR, YOUR DEDUCTIONS WILL 
HAVE TO SURPASS THESE FIGURES. I KNOW THAT TOPPING THOSE 
FLOORS MAY BE DIFFICULT. BUT A LITTLE LATER I AM GOING TO POINT 
OUT SOME DEDUCTIBLE EXPENSES YOU MAY NOT BE AWARE OF —
EXPENSES THAT CAN HELP YOU TOP YOUR STANDARD DEDUCTION.
Okay, now that your blueprint is drawn, let's start at the 
bottom. Remember, a house needs a solid base. So do tax 
returns. While the foundation of your house is laid with 
CONCRETE. YOUR TAX RETURN IS BUILT ON YOUR 1991 FINANCIAL 
records. Gathering a year's worth of records may seem like a 
DAUNTING TASK, BUT IT IS A JOB THAT IS WELL WORTH THE EFFORT. 
Without a strong foundation your tax return won't stand.
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Start the building process by gathering all your records. That 
INCLUDES YOUR W-2 FORM. CHECK BOOK. 1099 FORMS, YOUR BANK AND 
CREDIT CARD STATEMENTS, CANCELLED CHECKS, PAYCHECK STUBS, AND 
YOUR TAX RETURN FROM LAST YEAR. THE FIRST TWO I MENTIONED, THE 
W-2 AND 1099 FORMS, LET YOU KNOW HOW MUCH INCOME YOU MUST 
REPORT ON YOUR RETURN. THESE AMOUNTS ARE REPORTED TO THE IRS 
AND MATCHED TO TAXPAYER SOCIAL SECURITY NUMBERS ON TAX RETURNS.
Make sure you have received a W-2 form from every employer you 
WORKED FOR LAST YEAR. YOU ALSO SHOULD HAVE RECEIVED 1099 FORMS 
FROM ALL YOUR BANKS AND BROKERAGE HOUSES SHOWING HOW MUCH YOUR 
SAVINGS ACCOUNTS, SECURITY HOLDINGS, OR OTHER INVESTMENTS 
EARNED LAST YEAR. AND IF YOU SOLD STOCK FOR PROFIT IN 1991, 
MAKE SURE YOU HAVE A 1099-B FORM WHICH SHOWS THE PROCEEDS YOU 
RECEIVED FROM BROKER TRANSACTIONS.
IF YOU MADE A PROFIT ON THE SALE OF YOUR HOME LAST YEAR, YOU 
SHOULD ALSO GATHER ALL YOUR SUPPORTING DOCUMENTS —  INCLUDING 
YOUR CLOSING STATEMENTS FOR BOTH THE ORIGINAL PURCHASE AND 
FINAL SALE, RECORDS OF CAPITAL IMPROVEMENTS, PLUS ANY RECEIPTS 
THAT SHOW HOW MUCH YOU SPENT ON FIXING UP THE HOUSE WITHIN 90 
DAYS PRIOR TO ITS SALE.
Other income you must list on your tax return includes business 
INCOME, UNEMPLOYMENT COMPENSATION, CERTAIN FELLOWSHIPS AND 
SCHOLARSHIPS, TAXABLE SOCIAL SECURITY AND PENSION BENEFITS. AND 
STATE AND LOCAL INCOME TAX REFUNDS. THE FIGURE YOU DERIVE WHEN 
YOU ADD THESE UP IS CALLED YOUR "GROSS INCOME." NOW WE NEED TO
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DISCUSS HOW TO REDUCE YOUR INCOME, AND THUS YOUR TAX LIABILITY, 
THROUGH THE USE OF DEDUCTIONS AND ADJUSTMENTS. THAT IS WHERE 
ALL THE REST OF THE RECORDS I MENTIONED EARLIER COME INTO PLAY.
GO THROUGH YOUR PAPERS FROM LAST YEAR AND LOOK FOR ANYTHING 
THAT MAY RELATE TO A TAX-DEDUCTIBLE EXPENSE. FOR EXAMPLE, DID 
YOU CHARGE A BUSINESS MEAL OR A PAIR OF PRESCRIPTION GLASSES? 
AS YOU WILL SEE IN A FEW MINUTES, BOTH OF THOSE EXPENSES ARE 
POSSIBLE TAX DEDUCTIONS. MAKE SURE YOU NOTE ANY CHANGES IN 
YOUR PERSONAL LIFE THAT OCCURRED LAST YEAR. AS WELL. IT CAN 
MAKE A SIGNIFICANT DIFFERENCE IN YOUR TAX BILL IF YOU GOT 
MARRIED, HAD A CHILD, OR ASSUMED SUPPORT FOR AN ELDERLY PARENT 
LAST YEAR.
SOME PEOPLE MAY THINK IT IS EASIER TO CLAIM THE STANDARD 
DEDUCTION RATHER THAN LABORING OVER ALL THESE FINANCIAL 
RECORDS. AND THEY'RE RIGHT —  IT IS EASIER. BUT IF YOU ARE 
INTERESTED IN REDUCING YOUR TAX LIABILITY, IT IS WELL WORTH 
YOUR TIME AND EFFORT TO TRY TO SURPASS YOUR STANDARD 
DEDUCTION. RIGHT NOW I AM GOING TO POINT OUT SOME DEDUCTIONS 
YOU CAN USE -- DEDUCTIONS YOU MAY NOT HAVE EVEN KNOWN ABOUT OR 
UNDERSTOOD IN THE PAST —  THAT MAY HELP YOU TOP YOUR STANDARD 
DEDUCTION.
I'LL START WITH INDIVIDUAL RETIREMENT ACCOUNTS. MANY PEOPLE 
MISTAKENLY BELIEVE THAT IRAS HAVE LOST ALL THEIR TAX BENEFITS. 
But if you are not covered by a pension plan at work, you can 
STILL SHELTER A SIGNIFICANT PORTION OF YOUR INCOME IN AN IRA
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ACCOUNT —  NO MATTER HOW MUCH YOU EARN. IF YOU ARE SINGLE, YOU 
CAN DEDUCT UP TO $2,000. IF YOU ARE MARRIED, AND YOU AND YOUR 
SPOUSE EARN AT LEAST $2,000, YOU CAN DEDUCT UP TO $4,000 IN IRA 
CONTRIBUTIONS.
IF YOU ARE COVERED BY AN EMPLOYER-SPONSORED PENSION, AN IRA MAY 
STILL HOLD SOME TAX VALUE FOR YOU, DEPENDING ON YOUR INCOME.
THE PHASE-OUT OF THE IRA DEDUCTION BEGINS WHEN YOUR ADJUSTED 
GROSS INCOME EXCEEDS $25,000 IF SINGLE, AND $40,000 IF 
MARRIED. FOR EVERY $1,000 IN ADJUSTED GROSS INCOME OVER THESE 
LIMITS, YOU LOSE $200 IN DEDUCTIBILITY. TO PUT IT ANOTHER WAY. 
YOU CAN DEDUCT AT LEAST PART OF YOUR IRA CONTRIBUTION IF YOU 
ARE SINGLE AND YOUR AGI IS LESS THAN $35,000 OR IF YOU ARE 
MARRIED AND YOUR AGI IS LESS THAN $50,000.
LET ME POINT OUT HERE THAT AN IRA CONTRIBUTION IS CONSIDERED AN 
"ADJUSTMENT" TO INCOME. THAT MEANS THAT YOU SUBTRACT THE 
CONTRIBUTION AMOUNT DIRECTLY FROM YOUR GROSS INCOME. IT 
DOESN'T MATTER WHETHER YOU ITEMIZE YOUR DEDUCTIONS OR NOT. AND 
KEEP IN MIND THAT YOU CAN MAKE YOUR IRA CONTRIBUTION RIGHT UP 
to April 15 of this year.
Next, I'd like to discuss miscellaneous expenses. Expenses 
THAT QUALIFY UNDER THIS BROAD GROUPING ARE DEDUCTIBLE TO THE 
EXTENT THAT THEY EXCEED 2 PERCENT OF YOUR ADJUSTED GROSS 
INCOME.
Included in miscellaneous expenses are employee business costs
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SUCH AS SUBSCRIPTIONS TO BUSINESS PUBLICATIONS, WORK-RELATED 
UNIFORMS AND EDUCATION AND CERTAIN TRAVEL AND ENTERTAINMENT 
EXPENSES THAT RELATE TO YOUR JOB.
YOU MAY ALSO BE ENTITLED TO DEDUCT CERTAIN INVESTMENT-RELATED 
EXPENSES UNDER THE MISCELLANEOUS CATEGORY. FOR EXAMPLE, IF YOU 
USE A SAFE-DEPOSIT BOX TO STORE STOCKS, BONDS AND OTHER PAPERS 
RELATED TO YOUR INVESTMENTS. YOU MAY DEDUCT THE ANNUAL RENTAL 
FEE. YOU MAY ALSO DEDUCT THE COST OF PROFESSIONAL COUNSELING, 
AS WELL AS SUBSCRIPTIONS TO INVESTMENT PUBLICATIONS.
OTHER DEDUCTIBLE MISCELLANEOUS EXPENSES INCLUDE FEES FOR TAX 
PREPARATION, FEES FOR TAX ADVICE RELATED TO DIVORCES AND ESTATE 
PLANNING. APPRAISALS THAT DETERMINE THE AMOUNT OF A CASUALTY 
LOSS OR A CHARITABLE CONTRIBUTION, AND CERTAIN JOB-HUNTING 
EXPENSES.
YOU CAN SEE WHERE THIS CATEGORY GOT ITS NAME —  THE
MISCELLANEOUS CLASSIFICATION COVERS QUITE A FEW EXPENSES. SO 
BEFORE YOU DECIDE THAT YOU CAN'T MEET THE TWO-PERCENT FLOOR, BE 
SURE YOU GO OVER ALL YOUR RECEIPTS AND CANCELLED CHECKS 
THOROUGHLY. YOU MIGHT FIND SOME EXPENSES THAT YOU HAD 
FORGOTTEN ABOUT THAT QUALIFY IN THE MISCELLANEOUS CATEGORY.
Another reason to go over your receipts and checks, is to look 
FOR TAX-DEDUCTIBLE MEDICAL EXPENSES. THESE ARE DEDUCTIBLE TO 
THE EXTENT THAT THEY EXCEED 7.5 PERCENT OF YOUR ADJUSTED GROSS
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INCOME. This floor may seem high to you. but perfectly healthy 
PEOPLE ARE OFTEN ABLE TO SURPASS IT.
Besides doctor and hospital bills and prescription drugs, 
DEDUCTIBLE MEDICAL EXPENSES INCLUDE INSURANCE PREMIUMS, CONTACT 
LENSES AND GLASSES, TRANSPORTATION TO AND FROM MEDICAL 
FACILITIES, AND SPECIAL EQUIPMENT LIKE HEARING AIDS. SUCH 
TREATMENTS AS ACUPUNCTURE AND PSYCHOTHERAPY ARE ALSO DEDUCTIBLE
Even some home improvements, if they are made to accommodate a 
PHYSICALLY HANDICAPPED FAMILY MEMBER, CAN BE DEDUCTED AS A 
MEDICAL EXPENSE. BUT UNLIKE PAST YEARS, THE COST OF 
UNNECESSARY COSMETIC SURGERY, LIKE A TUMMY TUCK OR A HAIR 
TRANSPLANT, IS NOT DEDUCTIBLE AS A MEDICAL EXPENSE. WHAT'S 
MORE, IF YOUR INSURANCE COMPANY REIMBURSED YOU FOR UNNECESSARY 
COSMETIC SURGERY, THE REIMBURSEMENT MAY BE CONSIDERED TAXABLE 
INCOME BY THE IRS.
YOUR HOME IS ANOTHER GOOD SOURCE OF TAX DEDUCTIONS. I'M  
SPEAKING OF YOUR REAL HOME OF COURSE, NOT THE ONE WE ARE 
METAPHORICALLY BUILDING HERE TODAY. MORTGAGE INTEREST ON 
PRIMARY AND SECONDARY RESIDENCES REMAINS FULLY DEDUCTIBLE. 
Points paid on a home mortgage loan for the purchase or 
IMPROVEMENT OF YOUR PRINCIPAL RESIDENCE ARE GENERALLY 
DEDUCTIBLE AS WELL. IN ADDITION, REAL ESTATE AND PROPERTY 
TAXES, AS WELL AS INTEREST ON HOME EQUITY LOANS OF UP TO 
$100,000, ARE STILL DEDUCTIBLE.
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Owners of rental property are entitled to a different set of 
DEDUCTIONS. THEY CAN GENERALLY DEDUCT ANY LEGITIMATE OPERATING 
COSTS, SUCH AS THOSE FOR MAINTENANCE, SOME REPAIRS, CLEANING 
SERVICES AND ADVERTISING FEES. ACTIVE RENTAL OWNERS MAY ALSO 
BE ELIGIBLE TO DEDUCT PASSIVE LOSSES RELATED TO RENTAL PROPERTY 
IF THEIR ADJUSTED GROSS INCOME IS LESS THAN $100,000. A WORD 
OF WARNING —  IF YOU ARE PLANNING ON TAKING A WRITE-OFF FOR 
RENTAL PROPERTY. I RECOMMEND THAT YOU SEE A CPA FOR ADVICE.
The rules regarding rental property can be complex.
Another way to lower your tax bill is to deduct any charitable 
DONATIONS YOU MADE LAST YEAR. BE SURE YOU CHECK YOUR PAY 
stubs. They may reveal gifts to charity that are automatically 
DEDUCTED FROM YOUR PAY. IF YOUR CONTRIBUTIONS WERE TO 
IRS-qualified organizations, you can deduct the full amount on 
YOUR TAX RETURN. IF YOU CONTRIBUTED YOUR TIME BY VOLUNTEERING, 
YOU CAN GENERALLY DEDUCT THE COST OF ANY SPECIAL UNIFORMS OR 
TRANSPORTATION. AND IF YOUR VOLUNTEER ACTIVITIES REQUIRED YOU 
TO BE AWAY FROM HOME OVERNIGHT, YOU MAY EVEN BE ABLE TO DEDUCT 
YOUR LODGING COSTS AND 80 PERCENT OF THE AMOUNT YOU SPEND ON 
MEALS.
IF YOU CHOSE TO HELP A NONPROFIT GROUP BY DONATING PROPERTY, 
RATHER THAN MONEY, YOU WILL BE HAPPY TO HEAR THAT YOU CAN 
USUALLY DEDUCT THE ITEM'S FAIR MARKET VALUE. AND FOR 1991 
ONLY, IF YOU DONATED ART OR OTHER QUALIFIED PROPERTY TO A 
CHARITABLE ORGANIZATION FOR ITS EXPRESS PURPOSE, YOU MAY BE 
ABLE TO DEDUCT THE PROPERTY’S FAIR MARKET VALUE WITHOUT 
TRIGGERING THE ALTERNATIVE MINIMUM TAX.
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AT this POINT, I WOULD like to point out a few tax benefits 
THAT WILL APPLY TO ONLY CERTAIN SEGMENTS OF THE AUDIENCE. FOR 
EXAMPLE, I'LL BEGIN WITH TAX BREAKS FOR PARENTS.
First off parents, don't underestimate the value of your 
EXEMPTIONS. AS I SAID EARLIER, THE VALUE OF EXEMPTIONS HAS 
BEEN REDUCED FOR SOME TAXPAYERS, BUT IF YOU ARE BELOW THE 
INCOME LIMITS, EACH OF YOUR EXEMPTIONS IS WORTH $2,150. AND IF 
YOU HAVE AN ELDERLY RELATIVE LIVING WITH YOU, AND YOU PROVIDE 
MORE THAN HALF OF HIS OR HER SUPPORT, YOU CAN ALSO CLAIM THAT 
PERSON AS AN EXEMPTION. BUT KEEP IN MIND THAT THE IRS NOW 
REQUIRES YOU TO PROVIDE A SOCIAL SECURITY NUMBER FOR ANY 
DEPENDENT WHO WAS AT LEAST A YEAR OLD BY THE END OF 1991.
IF YOU PAID FOR SOMEONE TO CARE FOR YOUR CHILD OR ANOTHER 
DEPENDENT RELATIVE WHILE YOU AND YOUR SPOUSE WORKED, YOU MAY 
ALSO BE ELIGIBLE FOR THE DEPENDENT-CARE TAX CREDIT. DEPENDING 
ON YOUR ADJUSTED GROSS INCOME, THE CREDIT CAN BE WORTH UP TO 
$720 FOR ONE CHILD OR $1,440 FOR TWO OR MORE.
ANY OF YOU WHO ARE SELF-EMPLOYED ALSO QUALIFY FOR SPECIAL TAX 
BREAKS. FOR EXAMPLE, YOU CAN DEDUCT UP TO 50 PERCENT OF THE 
SELF-EMPLOYMENT TAX YOU PAID. AS A SELF-EMPLOYED INDIVIDUAL, 
YOU CAN ALSO DEDUCT 25 PERCENT OF YOUR MEDICAL INSURANCE 
PREMIUMS WITHOUT REGARD TO THE 7.5 PERCENT FLOOR ON MEDICAL 
EXPENSES. YOU CAN ALSO CONTRIBUTE TO AN ESTABLISHED KEOGH 
RETIREMENT PLAN AT A TAX ADVANTAGE. AS A MATTER OF FACT, AS 
LONG AS YOUR KEOGH WAS OPENED BEFORE DECEMBER 31, 1991, YOU CAN 
MAKE THE CONTRIBUTION UP TO THE TIME YOU FILE YOUR RETURN.
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Those of you who moved last year may be able to deduct your 
UNREIMBURSED MOVING EXPENSES IF YOU MOVED WITHIN ONE YEAR OF 
STARTING A NEW JOB AND THE DISTANCE FROM YOUR OLD HOME TO YOUR 
NEW JOB IS AT LEAST 35 MILES FARTHER THAN THE DISTANCE FROM OLD 
HOME TO YOUR OLD JOB. IF YOU DIDN'T CHANGE EMPLOYERS BUT DID 
RELOCATE. YOUR MOVING EXPENSES MAY BE DEDUCTIBLE AS WELL.
and finally, three more quick points before I  wrap up. First, 
THE IRS HAS COME UP WITH AN EXPANDED SHORT FORM SO THAT THOSE 
WHO WERE FORCED TO FILL OUT THE LONG FORM IN THE PAST DUE TO 
PENSION OR ANNUITY INCOME. IRA DISTRIBUTION, OR TAXABLE SOCIAL 
SECURITY. CAN NOW FILE THE EXPANDED 1040A FORM. SECOND, 
PERSONAL INTEREST, INCLUDING CREDIT CARD INTEREST IS NO LONGER 
DEDUCTIBLE. AND THIRD, IT MAY SOUND OBVIOUS, BUT MAKE SURE 
YOU, YOUR SPOUSE AND YOUR TAX PREPARER, SIGN YOUR RETURN.
I HOPE I HAVE CALMED SOME OF YOUR TAX-RETURN FEARS TODAY. 
Believe me, I  know better than anyone how trying it can be 
BUILDING A TAX RETURN. I ALSO KNOW THAT DOING A GOOD JOB ON 
YOUR RETURN ISN'T QUITE AS NICE AS HAVING A NEW HOUSE TO MOVE 
INTO. BUT TRY TO THINK OF IT THIS WAY, THE MONEY YOU SAVE ON 
YOUR TAX BILL MAY BRING YOU A LITTLE CLOSER TO FULFILLING YOUR 
FINANCIAL GOALS.
NOW I WOULD BE HAPPY TO ANSWER ANY QUESTIONS
Interview-Preparation Guide
1. What are the tax rates this year?
For 1991, tax rates are 15, 28 and 31 percent. This last bracket replaces 
the 33-percent  "bubble" that has been in place for the last several years.
2. I’ve heard there are new limits on itemized deductions this year. What are 
they?
High-income taxpayers will have to limit their itemized deductions by 3 
percent of the amount by which their adjusted gross incomes exceed 
$100,000. The maximum loss of deductions is 80 percent, not counting 
such deductions as medical expenses, investment interest, or casualty 
losses.
3. What are personal exemptions worth this year?
Each exemption you claim reduces your taxable income by $2,150. 
However, personal exemptions will be cut by 2 percent for every $2,500 in 
adjusted gross income over these limits: $100,000 if single; $125,000 if 
head of household; $150,000 if married, filing jointly; and $75,000 if 
married, filing separately.
4. I can’t file my return by April 15. What should I do?
You can get a four-month filing extension if you complete Form 4868 by 
April 15. Be sure to include a check for the approximate amount of tax 
you expect to owe or you’ll be subject to a hefty failure-to-pay penalty.
This penalty can be avoided by paying at least 90 percent of your actual 
tax bill. Remember, you get an extension for filing your return, but you do 
not get an extension for paying the amount you owe. Also, if you are 
expecting a refund, you should file as soon as possible.
5. I work fuIl-time as teacher but I just started doing some tutoring on the 
side. How do I report the income I receive?
The income you make from tutoring is self-employment income and is 
reported on Schedule C. You should keep track of your expenses for 
materials and transportation to and from the second job as these costs are 
deductible. If you make more than $400 in self-employment income, you 
must file a Schedule SE and pay self-employment taxes on this income.
6. I charged a donation to a local charity in December. I didn’t pay my bill 
until January. When do I deduct the donation?
You get to deduct your donation in the year you charge it, not in the year 
you actually pay the bill.
-1 -
7. I know that medical expenses are only deducible to th e extent that they 
exceed 7.5 percent of my adjusted gross income, but what expenses 
quality?
Medical expenses include doctor and hospital costs, prescription drugs, 
insurance premiums, contact lenses and glasses, transportation to and 
from medical facilities and special equipment like hearing aids. Such 
treatments as acupuncture and psychotherapy also qualify. However, the 
cost of unnecessary cosmetic surgery is no longer deductible.
8. I am a single parent I pay my mother to care for my son while I work 
Can I claim the child-care tax credit for the amount I pay her?
Yes, you can as long as you do not claim your mother as a dependent. 
But be aware that if your mother comes to your home to care for your 
child, you must pay Social Security and unemployment taxes based on 
her salary. You will also need to file payroll tax returns. On the other 
hand, if you take your child to your mother's home, she is not considered 
a household employee and you will not face these employer 
responsibilities.
9. Do IRA accounts still hold tax advantages?
If you are not covered by a pension plan at work, you can still shelter a 
significant amount of money in an IRA account. If you are covered by an 
employer-sponsored pension and your AGI is less then $35,000 if single, 
or $50,000 if married, you can deduct at least a portion of your IRA 
contribution.
10. How long should I keep my tax returns?
As long as possible. As a general rule, the IRS cannot assess additional 
taxes after three years from the due date or the date the return was filed, 
whichever is later. If, however, you fail to report more than 25 percent of 
your income, the IRS has up to six years to audit you. There is no time 
limit if the IRS believes you committed fraud or failed to file a return.
11. What expenses qualify for the miscellaneous expenses deduction?
Expenses related to your job, including employment-related education, 
union dues, and subscriptions to trade magazines are considered 
miscellaneous. Other expenses that qualify include tax-preparation fees, 
job-hunting costs, and safe-deposit box fees. But remember that 
miscellaneous expenses are only deductible to the extent that they exceed 
two percent of your adjusted gross income.
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12. Is credft card interest still deductible?
Personal interest, including credit card interest, is no longer deductible.
13. Due to the recession, I was unable to sell my house last year and had to 
rent it instead. Are there are any tax deductions available to me?
Owners of rental property can generally deduct any legitimate operating 
costs, such as those for maintenance, cleaning services, advertising fees, 
and some repairs. You may also be eligible to deduct passive losses 
related to rental property if your adjusted gross income is less than 
$100,000.
14. I sold my house last year but suffered a loss. Is this loss tax deductible?
No, the loss on the sale of a primary residence is considered to be a 
personal loss and therefore, not deductible.
### 
